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ABSTRACT 
 
The Islamic Development Bank (IDB) is the most leading and prominent Islamic 
multilateral financial and development institution in the Muslim world. Yet, with its 
foreign aid activities in almost four decades in various parts of the world, especially 
in the African continent; it is surprising to note that no empirical study is available on 
the impact of its foreign aid activities in Africa, particularly the African Muslim 
Countries (AMCs). The AMCs constitute more than two-third of the member 
countries of IDB from Africa. Therefore, this study provides empirical evidences 
from AMCs like Algeria, Egypt, Gambia, Morocco, Nigeria, Senegal, Tunisia and a 
host of others, on the role of IDB in accounting for growth in these countries 
spanning 1987-2010 through balanced panel data. Also, this study examined the 
nature of causality existing between foreign aid and corruption in AMCs. This is in 
view of the endemic prevalence of corruption in Africa. Hence, Simultaneous 
Equations Model (SEM) was adopted as the base model; while OLS, 3SLS and 
Seemingly Unrelated Regressions Estimate (SURE) methods were utilized for its 
estimation. On the other hand, Autoregressive Distributed Lag (ARDL) approach 
based on Cointegration and Granger-causality tests were used to estimate for 
corruption-aid nexus. Evidently, the findings from this study revealed that the foreign 
aid activities of IDB positively impact on the economic growth of AMCs via 
investment as the major transmission channel and it thus confirm the aid effectiveness 
hypothesis. Also, the nature of causality between corruption and foreign aid is both in 
the short and long-run; and our findings establish that countries like Morocco and 
Nigeria are victims of corruption trap. Basically, this study is perhaps the first of its 
kind to empirically investigate the impact of the foreign aid activities of IDB in 
Africa.  
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ABSTRAK 
 
Bank Pembangunan Islam (IDB) adalah institusi kewangan dan pembangunan 
multilateral Islam yang utama dan unggul dalam dunia Islam. Namun, dengan aktiviti 
bantuan asing yang diceburinya selama hampir empat dekad di pelbagai pelusuk 
dunia, terutamanya di benua Afrika, agak menghairankan bahawa tiada kajian 
empirik yang didapati tentang kesan bantuan asing yang diberikannya kepada Afrika, 
terutamanya kepada African Muslim Countries (AMCs). AMCs merangkumi lebih 
daripada dua pertiga daripada negara-negara anggota IDB dari Afrika. Dengan 
menggunakan data panel berimbang, kajian ini memberikan bukti-bukti empirik dari 
AMCs seperti Algeria, Egypt, Gambia, Morocco, Nigeria, Senegal, Tunisia dan 
beberapa negara lain lagi tentang peranan IDB di dalam menyuburkan pertumbuhan 
bagi negara-negara ini bagi tempoh 1987-2010. Selain itu, kajian ini juga meneliti 
perihal penyebab yang wujud di antara bantuan asing dan rasuah di AMCs. Ini 
dilakukan ekoran daripada perspektif tentang amalan rasuah yang meluas di Afrika. 
Oleh itu, model persamaan serentak (SEM) digunakan sebagai model asas manakala 
kaedah OLS, 3SLS dan Seemingly Unrelated Regressions Estimate  (SURE) 
digunakan untuk tujuan penganggaran. Sebaliknya, pendekatan Autoregressive 
Distributed Lag (ARDL) berdasarkan kepada ujian-ujian kointegrasi dan penyebab 
Granger digunakan untuk menganggar hubungan di antara rasuah dan bantuan asing. 
Jelasnya, dapatan daripada kajian ini mendedahkan bahawa kegiatan bantuan asing 
IDB mempunyai kesan positif terhadap pertumbuhan ekonomi AMCs melalui 
pelaburan sebagai mekanisme transmisi yang utama dan ini mengesahkan hipotesis 
keberkesanan bantuan asing. Begitu juga, perihal penyebab di antara rasuah dan 
bantuan asing ditemui dalam kedua-dua jangka pendek dan panjang; dan dapatan 
kami mengesahkan bahawa negara-negara seperti Morocco dan Nigeria adalah 
mangsa kepada perangkap rasuah. Pada dasarnya, kajian ini boleh dianggap sebagai 
kajian empirik perintis di dalam meneliti kesan bantuan asing IDB di Afrika.  
 
Kata kunci: Bank Pembangunan Islam, Bantuan Asing, Model Persamaan Serentak, 
Pertumbuhan Ekonomi, African Muslim Countries 
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CHAPTER ONE 
INTRODUCTION 
1.0 Introduction 
This section presents the general introduction on the subject matter of our study, 
which is meant to serve as a general overview. Hence, issues such as background 
of the study, problem statement, research questions and objectives of the study are 
discussed. In the same vein, other important issues like significance of the study, 
conceptual framework and the overall organization of the entire thesis are 
presented and discussed to set the ball rolling for more elaborate and detail study. 
1.1 Background of the Study 
It has been acknowledged by numerous writers and scholars that Africa is perhaps 
the richest continent in the world in terms of natural, mineral and human resource 
endowments. Hence, Africa prides with important world reserves like 10 percent 
in oil, 40 percent in gold, 80 percent in chrome and as much as 90 percent in the 
platinum metals.  In fact, it has been noted that the potentials of the continent is 
vast. The continent as at August 2012 has 54 countries (including the newly 
created South Sudan) and prides with a population of 1.031 billion people. 
Nonetheless, the African continent contains the largest number of backward and 
least developed countries, while almost half of its population lives in poverty. 
Among the least developed countries of 48 identified by the United Nations 
Development Program (UNDP) - Human Development Report of 1998, 32 are 
African countries. Also, 34 African countries are among the 45 lowest-ranked 
countries and the Human Development Index (HDI) for Sub-Saharan Africa 
The contents of 
the thesis is for 
internal user 
only 
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